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A Warning to Scrutinize Minitender
Offers
Many investors have been receiving
offers for shares in limited partner
ships and securities that are below
the market price. The planner can
help clients in this situation make a
sound decision to sell or hold.

5

Practice Development Opportunity:
Leading the ElderCare Services
Team

The AICPA Special Committee on
Assurance Services estimates that
the annual market for ElderCare
Services will “range from $2 billion
to $7 billion.” Many planners have
been providing this service to clients.
Other planners may want to consid
er doing so.

7

Managing Relationships With the
Media—New Resources Available
to AICPA Members

The AICPA has designed a training
package for developing wellplanned media relations campaigns.
In addition, some tips on working
with the press are available to hold
ers of the PFS designation.

7

Tax Cut Bill Changes Have an
Impact on PFP
Two of the less controversial provi
sions of the tax-cut bill passed by
Congress are of interest to planners:
one concerns workplace retirement
planning; the other fair treatment of
women by advisers.

The following is an interview Planner
conducted with Gary Schatzsky, JD, chair
of the National Association of Profession
al Financial Advisers (NAPFA).

Planner: Perhaps the best way to start
would be for you to tell readers about
NAPFA’s origins and goals.

Schatzsky: NAPFA has been around for
about 15 years. The genesis of the organi
zation was the need for a group of profes
sionals dedicated to the highest ideals in
the practice of financial planning and pre
pared to work on a fee-only basis. At the
time, no group met that standard. We
started with about 40 members. We have
grown to 600 members and expect con
tinuing growth in future years.
The goal was to get like-minded peo
ple together who were dedicated to the
highest ideals, to educate them and to
provide them with networking opportuni
ties and additional skills to move forward.
We’ve seen that over the years the
public has become increasingly more
sophisticated and as a result they’ve
demanded fee-only financial advisers.
They’ve recognized that many financial
sales organizations, rather than convert to
fee-only financial planning, just market
themselves differently. They say their ser
vices are “fee-based” or that they provide
“fee services” or “services for a fee.” The
tactics of these organizations have
increased the demand for NAPFA mem
bers. The public perceives the importance
of NAPFA as an organization because its
members adhere to the highest standards
of providing fee-only planning and being
a fiduciary—putting the client’s interest
first.

This is unique to financial planning
unlike law and medicine where it’s a fore
gone conclusion that people will not sell

but will put their clients’ interests first. In
financial planning, however, most finan
cial advisers (probably 95% to 98%) are
sales people. The public (and the media)
sees NAPFA members as a group they
can rely on from an ethical standpoint to
provide a very high level of competent
planning services.

Planner: How would you respond, for
example, to the investment adviser who,
in a letter in the July issue of Dow Jones
Investment Adviser, took issue with the
view that he couldn’t be anything more

Continued on page 2

TRENDWATCH
Interest is increasing among U.S. plan
ners in foreign-issued life insurance
products despite regulatory and other
limitations. The Internal Revenue Code
does not distinguish between life insur
ance policies issued by U.S. carriers and
those issued by foreign carriers. Certain
foreign law nuances can benefit a policyholder, but many U.S. planners are
unaware of their existence although inter
national accounting and law firms use
those planning techniques. Among the
advantages sought by purchasers are
product pricing (foreign enterprises often
are in low- or no-tax jurisdictions), prod
uct terms (foreign carriers often offer
larger face-amount policies than domestic
carriers do, and a policy’s underlying cur
rency can be selected), confidentiality (a
policy is a contract that doesn’t need to be
recorded by a government agency), and
asset protection (several foreign jurisdic
tions provide asset protection). Interna
tional life insurance is used in varying
Continued on page 2
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TRENDWATCH
(continued from page 1)
degrees worldwide. It behooves plan
ners to investigate the opportunities
available to their clients rather than
leave choices to mere chance.
Craig Douglas Hampton, Esq.,
“International Life Insurance Presents
Unique Planning Opportunities,” Tax
Management Estates, Gifts and Trusts
Journal, July 8, 1999, pages 175-188.

The overall frequency of SEC inspec
tions of investment advisers has
increased somewhat since the pas
sage of the National Securities Mar
kets Improvement Act of 1996. How
ever, inspections are not finding more
problems than before, according to
Gene Gohlke, SEC associate director
of compliance and examinations. The
current issue of special interest is the
fairness of how a company allocates
any of the “hot” IPOs.
Also under particular scrutiny is
performance advertising—how com
posite performance numbers are con
structed. If an adviser claims its adver
tising meets AIMR standards, the SEC
will take a closer look at how the num
bers are calculated.

Andrew Gluck, “Getting to Know
You,” Dow Jones Investment Adviser,
August 1999, page 14.

More insurance products will be tar
geted to the middle market. Histori
cally, insurance companies have
focused on selling big-ticket insurance
policies, such as second to die, split
dollar life insurance and executive
compensation life insurance. Now they
are using multiple distribution net
works—low-cost, online and direct
market channels—to target people with
incomes under $80,000. Planners with
clients in this market may be able to
offer a wider selection of insurance
products.
Alan Levine, “Insurors Look to
Planners to Target Midmarket,”
Accounting Today, July 5-25, 1999,
page 20.

Continued on page 7
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Promoting the Fee-Only Planner
Continued from page 1
than a salesman because he was taking
a commission?

Schatzky: If the person is saying “Can
I be more than a salesperson?” the
answer is yes. But the other question is
“Is the public better served on the
whole by someone who is putting the
clients’ interests first as a fiduciary and
a fee-only financial adviser?” Then I
think the answer is yes. The expecta
tions of people coming to a fee-only
comprehensive adviser tend to be high
er. They're paying for advice, so they
expect advice as opposed to getting
“free advice.”
But, understand why fee-only res
onates with three distinct groups: the
public, the consumer press, and con
sumer organizations. From a conflict of
interest standpoint, these groups want
someone who doesn’t have financial
incentives to steer people to specific
products. This fact doesn’t impute that
those who have conflicts of interest are
bad people. Imagine a scenario in
which you sell a set of products day in
and day out. You believe those products
are the best products. That’s in fact a
function of sales, isn't it? You buy into
what you’re selling. That’s one side.

Now for the second side: Objective
ly, fee-only advisers can, but don’t have
to, provide a higher quality of advice
simply because they have less restrict
ed investment selection opportunities.
If you go to someone who works on
commission, they’re limited. They
might be limited to 2,000 items, but
they’re limited. And if you go to some
one who is fee-only, they might have
3,000 or 4,000 items. Now are those
additional 1,000 or 2,000 better?
Maybe only 5 of them are, but I would
like to be able to present those 5 to my
client.

Planner: Still, some people take the
position that they can get investment
education and be objective even if they
take commissions.

Schatzsky: Why should financial plan
ning be any different from medicine or
law? In medicine or law, it is unheard
of that people would not put their

client's interest first and limit the selec
tion of choices and advice to only a
prescribed few. As professionals, finan
cial advisers should provide the broad
est cross-section of advice.

Planner: The fiduciary oath. Could
you talk a little about that?

Schatzsky: In addition to rolling out
the fee-only (FO) certification mark,
NAPFA wanted to create another
screen for the public to be sure that
their financial adviser was working
with their best interest as the primary
objective. To that end, about a year ago,
we rolled out a fiduciary oath for all
members and their affiliates to sign,
stating that they’ll put their clients’
interests first and that the only compen
sation they’re receiving is from their
client (meaning they're working on a
fee-only basis.)
Although it was designed by
NAPFA, it was intentionally designed
not to be used only by NAPFA mem
bers. The public is welcome to get the
fiduciary oath off our Web site and
bring it to any prospective adviser to
ask them to sign it. In fact, this
approach has been very well received
by the consumer press.
Continued on page 3
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A Warning to Scrutinize Minitender Offers
Planner: What is your experience with
the AICPA?

Schatzksy: I am not a CPA so my
experience is with very involved and
active members of the PFP Section and
its PFP Executive Committee. This
year, I attended the AICPA’s PFP Tech
nical Conference and found that they
are encouraging CPAs to make finan
cial planning an important part of their
future and the AICPA is providing
great leadership for the accounting pro
fession. More recently, NAPFA has
been very pleased to work with the
AICPA and we’re putting together a
program to present at the PFP Techni
cal Conference in New Orleans in Jan
uary. ♦

Attention: Personal Financial
Specialists

As part of the AICPA’s effort
to drive markets to members, the
PFP team provides information
about PFS holders and their prac
tices to consumers via the
CPA/PFS Web site. To ensure
that information concerning you
is up to date, complete or update
the form containing this informa
tion by visiting the AICPA Web
site (www.aicpa.org). Once
you’re at the site, cursor down to
the Site Directory and click on
Teams. Then click on Personal
Financial Planning in the list of
technical teams. At the PFP page,
you’ll see a flashing bar. Click on
the bar to get to the form.

If you have ideas about how
the PFP team can enhance the
CPA/PFS Web site (www.cpapfs.
org) or the PFP page on the
AICPA Web site, write to us at
pfp@aicpa.org. ♦
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uppose a client received an offer
from soneone who wanted to buy
their stock, bonds, or limited part
nership units? How would you know
the offer were fair? What would you do
to ensure that the decision to sell or
hold is an informed decision?

S

In recent months, many investors
have faced this situation. Since early
this year the financial press has report
ed the proliferation of minitender offers
to investors. Although the offers are
legal, they don’t provide adequate
information to allow investors to make
a sound decision about the offer. The
Wall Street Journal (January 28, 1999),
for example, reported how Ira Gaines
offered to buy small stakes in publicly
traded companies well below the mar
ket price. Many investors accepted the
minitenders, often unaware that the
price was low.
Recently, the SEC caught up with
Gaines. In August, the SEC sued
Gaines’s IG Holdings, alleging that dur
ing 1998 and 1999, the company made
more than 200 minitender offers at
offering prices below the prevailing
market prices. Minitender offers are
tender offers for less than 5% of a com
pany’s securities. The means used to
disseminate these offers, the SEC
alleged, resulted in some shareholders
not receiving material information
about the offers. Shareholders were not
told, for example, of the calculation of
the final price to be paid by IG Hold
ings or that the offering price might not
reflect the market price. IG Holdings
consented to stop violating federal
securities laws without admitting or
denying the SEC’s charges.

Gaines’s earlier success was due to
the registration system in place as well
as shareholders’ lack of sophistication
or their assumption the offer was to
their advantage. An offer for less than
5% of a partnership’s or a company’s
outstanding shares is not subject to the
filing, disclosure and procedural
requirements of the
Securities
Exchange Act of 1934 and Regula
tion 14D. All Gaines needed to do was
send a letter to the Depository Trust Co.
(DTC), tendering an offer at any price.
The DTC forwarded the information

electronically to more than 500 partici
pating banks and brokerage firms. As
part of their fiduciary duty to inform
clients of pertinent information about
if
holdings, the brokerage firms sent let
ters to stockholders briefly declaring an
offer that was first-come, first-serve and
limited in time. Stockholders were
instructed to fill out, sign and return the
document quickly.

When the SEC brought suit against
IG Holdings, Commission Director of
Enforcement Richard H. Walker said
that the “action serves as a warning to
investors to monitor their investments
carefully. Because the success of mini
tender offers depends on the offeror’s
ability to catch investors off guard,
investors should take special care to
scrutinize any offer for their securities.
Don’t assume you’ll receive a premium
over the market price if you tender your
shares. Instead do your homework and
ask questions to find out whether the
offer is a good deal or a rip-off.”
Until recently, minitenders were
made only for limited partnerships that
do not trade on any exchange. “Limited
partnerships were a prime target for
minitenders because many investors
had owned these securities for longer
than they had originally anticipated and
the investment had not performed up to
expectations,” said Christopher L.
Davis, president of the Investment Pro
gram Association (IPA), Washington,
D.C. The IPA is the national trade
group representing the interests of
investors in limited partnerships, non
traded REITs and LLCs. Changes in
financial circumstances and investment
objectives can require investors to liqui
date their interests before the general
partners dispose of the underlying
asset. Many limited partnership
investors may not suspect that some of
the offers are disadvantageous; the
majority of them are irrevocable.

Shift to Securities
Eventually, the below-market ten
ders were being made for publicly trad
ed securities. Initially, the offers were
for securities that had converted from a
nontraded limited partnership to a tradContinued on page 4
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Warning to Scrutinize Minitender Offers

Continued from page 3
ed REIT or MLP. They now are for
shares of such household name compa
nies as Greyhound and Spiegel at prices
as much as 20% below the market.

Despite the move to publicly traded
securities, the minitender offers for lim
ited partnership shares continue. Such
offers, according to Dow Jones Invest
ment Advisor (June 1999), are “explod
ing” as a result of “the rebound in real
estate”. They increased from 39 in 1997
to 537 in 1998 to more than 300 in the
first five weeks of 1999.
When planners or their clients
receive such offers, they need to sort
out the issues—many of which are psy
chological—that cloud decision-mak
ing. For one thing, most investors
receive tender offers as good news
because the typical offer is made during
the course of an acquisition at a premi
um to the stock’s or bond's market
price.
Another decision influencer is the
credibility of the offer by virtue of
being written on the brokers’ stationery.
Brokers routinely forward tender infor
mation to avoid being sued for failing to
inform investors of significant events
related to their shares. Consequently,
many investors simply assume that the
offer, because it comes through the bro
ker, is the best one or that a decision to
sell is the best decision.

More on Minitenders
To help investors learn which
questions to ask about minitender
offers, the SEC has released a new
investor alert, “Mini-Tender Offers:
Beware of Offers to Buy Your
Securities at Below Market Prices.”
The alert is available on the SEC’s
Web site (www.sec.gov). When
you reach the home page, click on
“Investor Education,” then on
“Search Key Topics,” under M.
This is a searchable index of
answers to common questions. ♦
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Check the Facts
How can advisers and clients sort
through these various possibilities to
gain confidence in their decisions? First
of all, and certainly at a minimum,
advisers and clients should check sec
ondary market prices before accepting
an unregistered tender offer.
“Partnership investors would do
well,” says IPA’s Davis, “to check sec
ondary market prices before accepting
any unregistered tender offers.” The
best way to do that is to contact a bro
ker or the issuer of the security.
Investors can check alternative pricing
for limited partnerships by contacting
the American Partnership Board at 800736-9797 (www.apboard.com). The
American Partnership Board, a member
of the IPA, operates the nation's largest
auction-based resale system for part
nership securities.

Most general partners do not inform
limited partners of secondary market
activity in their written communica
tions. One possible reason for this, sug
gests Laura Lacey of the APB, is that if
a partnership is perceived to be “readily
tradable on a secondary market,” the

IRS could deem the partnership taxable
as a corporation, which would affect
partners negatively.

When selling limited partnership
units in the secondary market, it pays to
shop around since prices can vary. Buy
ers are much more readily available
than in previous years and secondary
market prices have reached an all-time
high.
Not only do below-market offers
present a problem, but it’s also possible
that an offer above the secondary mar
ket price may not represent the partner
ship’s underlying value. There may
have been an increase in the partner
ship’s value, or a profitable sale of
assets could be pending.

It is important to consider the cir
cumstances of the shareholder faced
with an offer. Reforms are being sought
to help protect investors—improved
disclosure requirements and a cooling
off period. Says IPA’s Davis, “A cooling
off period would give investors a
chance to recover from hasty or unin
formed decisions.” ♦

Web Resources for Overseas Travelers
Traveling overseas for business or pleasure? The following Web
sites may help you prepare for a successful trip.
www.travlang.com

In addition to information about the languages spoken in your
destination country (including translating dictionaries and lan
guage for travelers), this site gives currency exchange rates,
national holidays, and international traffic rules and signs.
http://travel.state.gov/travel_warnings.html

The U.S. Department of State—Bureau of Consular Affairs
provides consular information sheets on every foreign country as
well as travel warnings and public announcements alerting travel
ers to possible problems.
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2000 AICPA PERSONAL FINANCIAL PLANNING
TECHNICAL CONFERENCE
Preliminary Agenda
(Session topics and speakers are subject to change)

SUNDAY, JANUARY 9, 2000 — PRE-CONFERENCE OPTIONAL SESSIONS
(Additional Fee) (Select one)
9:00am - 6:00pm

Registration and Message Center Open

2:00pm - 6:00pm

101. Managing Your Office Efficiently With Technology
102. Adding Fee-Only Planning to Your Practice

MONDAY, JANUARY 10, 2000 — MAIN CONFERENCE
7:00am -

5:20pm

Registration and Message Center Open

7:00am - 8:00am

Continental Breakfast and Exhibits

8:00am - 8:30am

Welcome/PFP Division Update

8:30am - 9:20am

General Session
1. Opportunities in Investment Management

9:20am - 10:10am

General Session
2. What Clients Really Want and How to Deliver It in the
Fastest-Paced Environment We Have Ever Witnessed

10:10am - 10:45am

Refreshment Break and Exhibits

10:45am - 12:25pm

Roundtable Session
3. Improving Your Practice

12:25pm -

1:30pm

Lunch

1:30pm -

3:10pm

Roundtable Session
4. Improving Your Practice

3:10pm - 3:40pm

Refreshment Break and Exhibits

3:40pm -

Concurrent Sessions (select one)
5. Financial Independence Projections

5:20pm

6. Financial Planning for Stock Options
7. Get Under the Hood of Your Annuities

8. New Rules and Case Studies for Pension Plans
9. Asset Allocation — Why Bother?

5:20pm -

7:00pm

Reception and Exhibits

TUESDAY, JANUARY 11, 2000
7:00am - 4:50pm

Registration and Message Center Open

7:00am - 8:00am

Continental Breakfast and Exhibits

8:00am -

General Session
10. Behavioral Finance

8:50am

8:50am - 9:00am

Break and Exhibits

9:00am - 10:15am

Concurrent Sessions (select one)
11. Roth IRA - What's the Problem?
12. Estate Tax Update

13. Plan for Your Business Before You Plan for Your Clients —
Building a Successful Financial Planning Practice
14. Effective Media Training
15. Market Signals — What Are the Financial Markets Telling Us Now?
10:15am - 10:45am

Refreshment Break and Exhibits

10:45am - 12:00pm

Concurrent Sessions (select one)

16. Estate Tax Update (Repeat of session 12)
17. Roth IRA — What's the Problem? (Repeat of session 11)
18. Plan for Your Business Before You Plan for Your Clients — Building a
Successful Financial Planning Practice (Repeat of session 13)

19. Effective Media Training (Repeat of session 14)

20. Market Signals — What Are the Financial Markets Telling Us Now?
(Repeat of session 15)
12:00pm -

1:00pm

Lunch

1:00pm -

2:40pm

Concurrent Sessions (select one)

21. Estate Planning for Large Balance Retirement Plans
22. Practical Approach to Post-Death Property Division

23. Discounts of Closely-Held Businesses
24. New Rules and Case Studies for Pension Plans (Repeat of session 8)
25. Asset Allocation — Why Bother? (Repeat of session 9)

2:40pm -

3:10pm

Refreshment Break and Exhibits

3:10pm -

4:50pm

Concurrent Sessions (select one)
26. Estate Planning for Large Balance Retirement Plans (Repeat of session 21)

27. Practical Approach to Post-Death Property Division

(Repeat of session 22)
28. Discounts of Closely-Held Businesses (Repeat of session 23)

29. Assessing Client Risk Tolerance
30. Hedging, Monetizing and Diversifying Concentrated Equity Holdings

WEDNESDAY, JANUARY 12, 2000
7:00am - 11:30am
7:00am-

8:00am

8:00am - 9:40am

Registration and Message Center Open
Continental Breakfast and Exhibits

Concurrent Sessions (select one)

31. Financial Independence Projections (Repeat of session 5)
32. Financial Planning for Stock Options (Repeat of session 6)

33. Get Under the Hood of Your Annuities (Repeat of session 7)
34. Assessing Client Risk Tolerance (Repeat of session 29)
35. Hedging, Monetizing and Diversifying Concentrated Equity Holdings
(Repeat of session 30)

Refreshment Break and Exhibits

10:00am - 11:30am

General Session
36. What to Do: Sell, Merge, Etc. — The Future of Your Practice

11:30am

Conference Adjourns

AICPA
ISO 9001 Certified

CALL 1-888-777-7077 TO REGISTER TODAY!

3 6 8 4 -0 5 1 7 /9 9

9:40am - 10:00am

REGISTRATION INFORMATION

CONFERENCE
Seating at the conference as well as hotel accommodations are limited — register now!
Program code: PFP2000

2000 AICPA Personal Financial Planning Technical Conference
PFP Section Member

AICPA Member

Non-Member

(M3) Team Discount Registration
(register 3+)* — Save $45

$650

$750

$850

(M2) Early Bird Registration
(by 12/15/99)-Save $25

$670

$770

$870

(M1) Regular Registration
(after 12/15/99)

$695

$795

$895

OPTIONAL SESSIONS
(101)

Managing Your Office Efficiently With Technology

$225

$225

$225

(102)

Adding Fee-Only Planning to Your Practice

$225

$225

$225

*A team consists of 3 or more people from the same organization registering for the full conference at the same time. Registrations must be processed together.

Credit hours are recommended in accordance with the Statement
on Standards for Continuing Professional Education (CPE) programs.
Your state board is the final authority for the number of credit hours
allowed for a particular program.
Conference Fee includes all sessions, conference materials,
3 continental breakfasts, 2 luncheons, refreshment breaks and
a reception. Fee for optional sessions includes all conference
materials. Hotel accommodations and other meals are not included.
Please note there is no smoking during conference sessions.
Suggested attire: business casual.

Ways to Register Fast!
(VISA, MasterCard, Discover or American Express)

Now Is the Time to Make Your Travel Arrangements
HOTEL INFORMATION: For reservations, contact the hotel directly. After the

hotel reservation cutoff date (12/8/99), rooms will be on a space available
basis only. All your reservations require a credit card number or first night's
deposit. Sheraton New Orleans will process the credit card at the time of
submittal. Mention that you will be attending the 2000 AICPA Personal
Financial Planning Technical Conference to receive our special group rate.
Sheraton New Orleans
500 Canal Street
New Orleans, LA 70130
(504) 525-2500

Room Rates: $165 Single/Double $195 Single/Double Club Level

BY FAX: 1-800-870-6611

BY PHONE: 1-888-777-7077

IMPORTANT:

To expedite your registration, please mention the
source code shown on the mailing label beginning with the
letters C0100AC

BY MAIL:
Complete and mail the form on the reverse side to:
American Institute of CPAs
Meetings Registrations
RO. Box 2210
Jersey City, NJ 07303-2210

Please Note: Individual cancellations will be accepted up to 72 hours prior
to arrival and a cancellation number is obtained.
AIRLINE INFORMATION:

American Airlines:

1-800-433-1790

Index #9375

Delta Air Lines:

1-800-241-6760

File #121737A

Continental Airlines:

1-800-468-7022

Reference Code #NLNJ2T

CAR RENTAL: Hertz Car Rentals — AICPA Member Discounts:

Call 1-800-654-2200 — Reference Code CD #12353
Discounts only available when you or your travel agent book through the
800 number. It is advised that your conference registration and hotel reservation
be confirmed prior to making your flight plans. The AICPA is not liable for any
penalties incurred if you cancel/change your airline reservations.

CANCELLATION POLICY: Full refunds will be issued if written cancellation

EXHIBIT AND SPONSORSHIP OPPORTUNITIES:

requests are received prior to 12/20/99. Refunds, less a $75 administrative fee,
will be issued on written requests received before 1/3/00. Due to financial
obligations incurred by the AICPA, no refunds will be issued on cancellation
requests received after 1/3/00.

Don't miss your opportunity to present and sell your organization's services
and products to thousands of financial professionals and a CPAs at AICPA
conferences. For more information on AICPA Conference exhibit and
sponsorship opportunities, please call (212) 596-6093.

For further information, call the AICPA Meetings and Travel Services Team at
(201) 938-3232 or send e-mail to conference@aicpa.org.

conference REGISTRATION FORM
2000 AICPA Personal Financial Planning Technical Conference
January 10-12, 2000 • Sheraton New Orleans • New Orleans, LA
Source Code

Customer No.

Full payment must accompany registration form.

When ordering by mail, please return this entire page, including the
mailing label.

Mail to:

My check for $payable to AICPA is enclosed.

American Institute of CPAs
Meetings Registrations
RO. Box 2210
Jersey City, NJ 07303-2210

Fax: 1-800-870-6611*
Phone: 1-888-777-7077*

OR

Please bill my credit card:

□ VISA

□ MasterCard

□ American Express

□ Discover

CARD NO.

*Credit Card registrations only

EXP.DATE

$

(A) Please check applicable box:

PFP Section AICPA Non
Member Member Member

□
□
□

(M3)

(M2)

(M1)

AMOUNT

SIGNATURE

Team Discount Registration**
(register 3+) — Save $45
$650

$750

Please photocopy this form for additional registrations and be sure to include
name and address below. If the information on your label is incorrect, please
fill in below with the correct information.

$850

$670

$770

$870

Regular Registration
(after 12/15/99)

$695

$795

$895

Ml

FIRST NAME

LAST NAME

Early Bird Registration
(by 12/15/99)-Save $25

FIRM AFFILIATION

RO. BOX

SUITE

STREET ADDRESS

**3 or more people registering from the same company at the same time.
Registrations must be processed together.

STATE

CITY

Subtotal (A) $
(B) Pre-Conference Optional Sessions:

□ (101) Managing Your Office Efficiently With Technology
$225 (All)
(102) Adding Fee-Only Planning to Your Practice
$225 (All)

Subtotal (B) $
TOTAL (A & B) $
PLEASE COMPLETE:

AICPA Member?

CONCURRENT SESSIONS

ZIP
(Select one from each time period)

PRE-CONFERENCE OPTIONAL SESSIONS
Sunday, January 9, 2000
□ 101

2:00pm- 6:00pm

(ADDITIONAL FEE)

□ 102

CONFERENCE
Monday, January 10, 2000
1:30pm- 3:10pm

□4

3:40pm- 5:20pm

□ 5

□6

□ 7

□8

□9

Tuesday, January 11, 2000

□Yes □No

PFP Section Member?

Member No. (required for discounted rates)

□ Yes □ No

9:00am- 10:15am

□ 11

□ 12

□ 13

□ 14

□ 15

10:45am - 12:00pm

□ 16

□ 17

□ 18

□ 19

□ 20

1:00pm- 2:40pm

□ 21

□ 22

□ 23

□ 24

□ 25

3:10pm- 4:50pm

□ 26

□ 27

□ 28

□ 29

□ 30

□ 32

□ 33

□ 34

□ 35

Wednesday, January 12, 2000
BUSINESS TELEPHONE

E-MAIL ADDRESS

NICKNAME FOR BADGE

□ 31

8:00am- 9:40am

In accordance with the Americans with Disabilities Act, do you have any
special needs?

□ Yes

□ No (If yes, you will be contacted.)
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PFP Pointer:
Modification of Series 65 and 66

No. 99-1

September 1999

By Elizabeth Kaestner and Phyllis Bernstein, CPA

NEW EXAMINATION IS ADOPTED
The North American Securities Administrators Asso
ciation, Inc. (NASAA) has reviewed the growth of the
investment adviser industry and the evolving nature of the
advisory field. This review occurred amidst publication of

several studies of the investment adviser field, including
studies by the Consumer Federation of America, the Amer
ican Association of Retired Persons, and an earlier study
prepared by the Government Accounting Office. All of
these studies indicate that regulatory oversight of the bur
geoning field is simply not keeping pace with the growth of
the industry. These events and studies, taken in conjunction
with significant changes in both federal and state law, have
demonstrated to NASAA that enhancement of state current
qualifying examinations for investment adviser representa
tives is necessary for both the protection of investors and the
public interest.
The NASAA Financial Planners/Investment Advisers
Committee has from 1994 - 1996, studied whether a differ
ent qualifying examination for investment adviser represen
tatives would serve the investing public and the regulated
community. The Series 65 Examination questions account
for approximately 50% of the questions covered on the
Series 66, which is a combined examination that NASAA
developed for individuals registered both as brokers (agents
of brokers-dealers) and as investment adviser representa
tives. The Series 65 Examination has not been significantly
amended or updated since its inception a decade ago. Dur
ing that time, the number of investment advisers has literal
ly doubled to approximately 23,350 advisers and the num
ber of investment adviser representatives has similarly sky
rocketed

Additionally, the National Securities Markets Improve
ment Act of 1996 greatly altered the regulatory landscape
with respect to investment advisers and individuals provid
ing advisory services on behalf of investment advisers. The
states are the only registering authority of approximately 2/3
of the investment adviser firms nationwide and all invest
ment adviser representatives, regardless of whether the rep
resentative works for a state-registered adviser or a federal
ly registered adviser.

States and self-regulatory organizations, as well as a
myriad of other professions, have long relied upon qualify
ing examinations to gauge in part whether a particular can
didate possesses the minimum qualifications to enter a par
ticular field. It is important that all entities that require
examinations as a condition of entering a given field peri
odically review and update those examinations. This review
helps assure that the examinations are fulfilling their pur

pose of providing regulatory bodies with a meaningful
gauge of whether an individual meets minimum qualifica
tion standards.
The purpose of the modified examination is to create a
single testing requirement for all states. The proposed
examination includes information that is currently being
tested in securities examinations and is designed to:
■ Help states move toward more uniform, single exam
ination requirements.

■ Provide a minimum framework for competency stan
dards among industry designations. Current industry and
professional designations’ (e.g., CFP, PFS, CFA, and ChFC)
educational curricula and examinations are structured to
meet or exceed the proposed competency exam require
ments.
■ Reinforce the fact that a credible field has and needs
competency requirements.
■ Provide for liberal grandfathering of current regis
trants.

NASAA FAQs
The NASAA has compiled most frequently asked ques
tions about the modified Series 65 and 66 examinations that
are listed below.

Frequently Asked Questions:

1. When will the new exams be implemented?
The implementation date will be December 31, 1999.
For the most part, the development process is complete.
Individual states have to satisfy requirements specific to
their jurisdictions in order to accept the modified examina
tions. NASAA is currently working with the states to
achieve implementation by December 31, 1999.

2. Will NASD still administer and schedule the examina
tions?
NASAA anticipates maintaining its relationship with the
NASD to administer the examinations. As is the case now,
applicants will schedule examinations through the NASD.

3. Will the examinations be implemented at the same
time?
Yes, on implementation day both the modified Series 65
and Series 66 exams will be administered and the current
examinations retired.
PFP DIVISION

4. What is the content of the new exams?

8. How is the modified Series 66 different than the current
Series 66?

The Series 65 Exam has four primary content areas.

■ Economics and Analysis
■ Investment Vehicles
■ Investment Recommendations and Strategies
■ Ethics and Legal Guidelines
The Series 66 exam has two primary content areas.
■ Economics and Analysis

■ Investment Vehicles
Outlines for the new examinations can be found on the
NASAA Web site at http://www.nasaa.org/exams/modified/
default.html.

5. How many questions are on the exams and how long
will you have to take them?
The Series 65 examination will contain 130 items plus 10
pretest items that will not count towards your score. Candi
dates will have 180 minutes to take the examination.
The Series 66 examination will contain 100 items plus 10
pretest items that will not count towards the score. Addition
ally, candidates will no longer be required to achieve inde
pendent passing scores on different parts of the examination.
Candidates will have 150 minutes to take the examination.

6. How much will they cost?
Pricing has not yet been finalized for the Series 66 exami
nation but it is anticipated that it will cost $110. The Series
65 examinations will cost $110.

7. Will I have to take the exam over again if I am already
registered as an investment adviser or investment adviser
representative?
The NASAA Project Group that worked on examination
development supplied the states with a sample rule that could
be used to implement the new examinations. One aspect of
the sample rule is a liberal grandfathering provision that
would not require the new examination of an investment
adviser representative if he or she were registered with a state
on the date the modified examinations are implemented.

State jurisdictions are sovereign entities and are not bound
by the sample rule in any way, so please check with the juris
diction in which you desire to be registered to ascertain its
policy on grandfathering.
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The current Series 66 examination is the combination of
the Series 63 and Series 65 examinations. The modified Series
65 examination will include questions relating to investment
vehicles and economics, which appear in similar form on the
general securities representative Series 7 examination. To pre
vent registered representatives who have taken the Series 7
examination and who desire to be registered as investment
adviser representatives from being tested twice on similar
content, NASAA assembled a committee of industry experts
to compare the content of the Series 7 with the modified
Series 65 examination.
Out of that comparison, content areas that overlapped were
removed from the portion of the modified Series 65 examina
tion that was used as the basis for the modified Series 66
examination. In addition to the non-redundant Series 65 ques
tions, additional Series 63 type questions were added to the
Series 66 question bank. Thus, the modified Series 66 exam
ination will consist of questions covering the content of the
Series 63 examination and the portion of the modified Series
65 exam that is not redundant to the Series 7 examination.
However, to ensure that investment adviser representative
applicants are tested on the materials carved out of the modi
fied Series 65 examination, a new requirement for applicants
to schedule the Series 66 examination will be passing the
Series 7 examination. (Note: The Series 7 is the only exam
that will qualify a candidate to sit for the Series 66 exam.)

9. Will the Series 65 requirement be waived for individu
als with certain credentials?
As part of the sample rule mentioned previously, the
NASAA Project Group tasked with developing the examina
tion has included waivers for holders of certain credentials.
The sample rule contains a waiver for holders of the follow
ing designations:
■ Personal Financial Specialist (PFS) granted by the
American Institute of Certified Public Accountants
■ Certified Financial Planner (CFP) granted by the Certi
fied Financial Planners Board of Standards

■ Chartered Investment Counselor (CIC) granted by the
Investment Counsel Association of America
■ Chartered Financial Consultant (ChFC) granted by the
American College
■ Chartered Financial Analyst (CFA) granted by the
Association for Investment Management and Research ♦
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Practice Development Opportunity: Leading the ElderCare Services Team
assurance of ElderCare service quality.”
he AICPA Special Committee on
Indeed, to provide the service success
Assurance Services (SCAS)
fully, CPAs will probably need to rely
identified ElderCare Services as
on the expertise of others in certain
an assurance service that could be pro
areas that require a greater depth of
vided by CPAs. In their definition of
knowledge and skills.
ElderCare Services , the SCAS says the
service is “designed to provide assur
ElderCare services involve financial
ances to family members that care goals
and nonfinancial services that fall into
are achieved for elderly family mem
three categories: direct, assurance and
bers no longer able to be totally inde
consulting. CPAs, especially personal
pendent. The service will rely on the
financial planners, already have much
expertise of other professionals, with
of the financial knowledge and skills
the CPA serving as the assurer of qual
needed. Personal financial planners are
ity services based on criteria and goals
particularly well prepared to provide
set by the client.”
such services reviewing investments
and trust activity, reviewing reports
from fiduciaries, evaluating alternative
A Billion Dollar Market
costs of retirement communities and
Many personal financial planners
other housing, estate planning, evaluat
have been providing this service to
ing financing options, such as long
clients. Other planners may want to
term care insurance, annuities, viatical
consider doing so. Look at the market
insurance settlements, reverse mort
the SCAS identified as “big and bur
gages and sale or leaseback of home.
geoning.” By the end of this millenni
To coordinate the team of other pro
um, 16.6 million people in the U.S. will
fessionals who may be called on for
be age 75 or over. People age 65 and
services, the CPA will need to become
over will control between $11 trillion
familiar with
and $13 trillion of wealth. This aging
■ Public programs and benefits,
population and the amount of wealth
such as Medicaid and Medicare, Social
concentrated among them will create “a
Security, and other federal state and
significant demand” for “reasonably
municipal programs that may be appro
priced, independent and objective
priate.
eldercare services.”
■ The aging network, that is the
The SCAS estimates the annual mar
organizations,
agencies, programs, ser
ket for ElderCare Services will “range
vices, and sources of information about
from $2 billion to $7 billion” with prac
serving the aging population.
titioners’ average fees ranging “from
$300 to $1,500 per month, per client,
■ Legal issues in a variety of areas:
depending on the level of service pro
gift and estate tax; powers of attorney,
vided.”
including health care power of attorney
and living wills; appointment of
guardians and conservators; federal and
Leading the Team
state laws regulating nursing homes and
Although this lucrative market has
care facilities.
been tapped by a variety of other ser
The SCAS also advises “The CPA
vice providers (home care agencies,
providing ElderCare Services should
welfare agencies, geriatric specialists,
acquire additional knowledge of retire
trust officers, lawyers, and others),
ment plans and taxation, Social Securi
CPAs by virtue of their financial knowl
ty benefit taxation, and income taxation
edge and skills, as well as their training
of estates and trusts. Also . . . you must
to be independent and objective are
develop an understanding of elder
suited to taking the lead in providing
abuse particularly in relation to finan
the service.
cial exploitation.”

T

None of the other provider groups,
the SCAS points out, “has demonstrat
ed the ability or willingness to become
the focal point of coordination and
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Assurers May Also Need Assurance
The demand for elder care assistance

has created many opportunities for
predators who exploit the elderly per
son’s dependence. Too often, the media
reports instances of people being mis
treated or having their finances depleted
by professionals and nonprofessionals
who gained their trust or simply intimi
dated them.
How then does the CPA find trust
worthy team members he or she may
need to help provide the service? A
working knowledge of the relevant
areas are necessary if the CPA is to have
some assurance that the other experts
involved in providing care to an elderly
person are truly knowledgeable and
skilled in their field and can give ser
vices that meet professional standards.
Many of these providers are not regulat
ed. For example, the CPA may work
closely with a Geriatric Care Manager
(GCM), a professional trained and expe
rienced in assessing, monitoring and
providing direct services to elderly per
sons and their families. The CPA can
determine the GCM’s level of training
and experience by asking about his or
her membership level in the National
Association of Professional GCMs
(www.caremanager.com), which has
membership requirements and has
established standards for practice.

In many communities with signifi
cant elderly populations, daily money
managers (DMMs) have offered their
services to take over the daily money
concerns of individuals. Their clients
may be insecure about their abilities,
may want to concentrate on other
things, or may just need a helping hand.
Such paraprofessionals can help the
CPA bridge geographical and other
logistical and resource gaps. However,
since entry into providing DMM ser
vices is relatively easy, opportunities
for abuse abound. To counteract this,
some DMMs have organized the Amer
ican Association of Daily Money Man
agers (www.aadmm.com) to assure
prospective clients that they meet high
standards of competence, integrity and
fairness. They have developed a code of
ethics to promote high standards of
client services. The code prohibits
members from acting as accountants,
Continued on page 6
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ElderCare Services Team
ElderCare Resources
Publications
CPA ElderCare: A Practitioners’ Resource Guide (Product no.
022504). Presented in a loose-leaf format to accommodate updates and
resource materials. It includes

■ Two PowerPoint presentations with speaker notes to facilitate dis
cussions with potential clients and your staff.
■ Sample documents, including a marketing brochure, letters, press
release and assessment forms.
■ State-specific information, including phone numbers of Medicare,
Medicaid, Social Security offices, and client referral sources.
CPA ElderCare Services—1999. Product No. 022231. This Assurance
Services Alert serves as an introduction to those who are unfamiliar
with CPA ElderCare Services, as well as an important information
source for those already providing the service.

Training Courses
Developing an ElderCare Practice. Product no. 730070. This course is
currently available through the state societies as well as in a self-study
version. It provides an overview of the service and introduces the vari
ous disciplines the CPA needs to be familiar with to competently pro
vide the service.

Continued from page 5
financial advisers, or attorneys, unless
licensed or qualified to do so. This
prohibition, along with their percep
tion of their role—as facilitating the
completion of day-to-day tasks rather
than developing long-term plans—
minimizes chances that DMMs will
“steal” the CPA’s clients.
To join the association, DMMs
must provide references and must sign
the ethics code and have it notarized.
The association also is developing a
program for credentialing members.

Although membership in organiza
tions such as those for GCMs and
DMMs provides no guarantee of com
petence and integrity, their members
are more promising candidates for
membership in the team led by the
CPA to meet the needs of elderly
clients or the elderly parents of clients.
They can help the CPA to gain entry to
the elder care market by providing
additional expertise needed or by han
dling day-to-day activities the client
no longer can do.

Additional self-study courses on specific issues are
ElderCare: The Medical and Psychosocial Issues ofAging (product no.
731403)

ElderCare: Practice Management and Practice Development Issues in
CPA ElderCare Services (product no. 731402)
ElderCare: The Financial Issues of Aging (product no. 731400)
ElderCare: The Legals Issues of Aging (product no. 731401)

Other relevant CPE courses include
Assurance Services: ElderCare (product no. 732032)

Meeting the Older Client’s Needs: Tax, Healthcare and Asset Protec
tion Planning (product no. 732070)

For more information about or to obtain these materials call 888-7777077 or visit the AICPA Web site (www.aicpa.org)
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Getting Started
More specific information is avail
able to the CPA considering provid
ing ElderCare Services as well as
those already providing such services
(see the list of resources on this
page). The AICPA has developed
publications and training courses that
will help practitioners to gain the
depth of knowledge they need to
deliver quality services. Many issues
need to be addressed—legal, practice
management, skills and knowledge
needed, professional standards, orga
nizational structure, and marketing.
Personal financial planners already
have a head start in providing the ser
vice. More information is readily
available to enhance their advanta
geous position.♦
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Managing Relationships With the MediaNew Resources Available to AICPA Members
training package designed to
help AICPA members develop
well-planned media relations
campaigns is now available from

A
AICPA.

Meeting the Media: A Guide to
Working Effectively with Reporters
consists of a 32-minute video and 22page booklet. Developed by the Insti
tute’s public relations/communications
division, the package offers guidance
on working with both print and elec
tronic media. It covers such critical top
ics as shaping your message, respond
ing to confrontational questions and
establishing ongoing relationships with
media representatives.
“We developed this tool to encour
age a larger percentage of our member
ship to work with journalists, both
proactively and reactively,” said Geof
frey Pickard. AICPA vice president
public relations and communications.
“The profession is changing dramati
cally, and we have exciting stories to
tell. While this tool is not meant to be a
substitute for face-to-face media train
ing, it will help our members become
better spokespeople for the profession.”

Meeting the Media (product no.
890931PFP) is available for $15 for
members and $18 for nonmembers
from the AICPA order department: 888777-7077.

Media Relations for Personal
Financial Specialists
Personal
financial
specialists
received customized information at a
seminar on managing relationships
with the media. The PFS-only bonus
seminar presented at the May 1999
AICPA Investment Planning Confer
ence centered on a panel presentation
led by Joel Allegretti, a manager in the
AICPA’s communications/public rela
tions division. Members of the panel
were Karen Goodfriend, a CPA/PFS in
Palo Alto, California; Mark Schwan
hausser, a personal finance reporter for
the San Jose Mercury News.
Goodfriend spent years successfully
building her own fruitful relationships
with the media, and she shared tech
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niques that have worked for her.
Schwannhauser,
whose
personal
finance beat includes the Silicon Valley,
gave
the attendees suggestions on how to
get on a reporter’s short list of media
sources, 8 ingredients for a great story,
and 10 interview tips.

Schwannhauser’s work is distributed
on the Knight-Ridder Tribune News
Service, whose 350 clients serve 30
million readers daily. At the bonus ses
sion he distributed copies of his article
“Working With the Press.” Copies of
the article are available free to PFS
designees only. To request a copy, fax
your name and address to Dolores Velez
at 201 521-5429 or e-mail your request
to her at dvelez@aicpa.org. ♦

TRENDWATCH
(continued from page 2)

More advisers offer separately man
aged accounts. According to a 1999
survey of 400 advisers by Russ Alan
Prince for the Institute for Certified
Investment Management Consultants, of
the advisers earning more than $150,000
a year, 34.6% offer separately managed
accounts compared with 13.2% who
provided that service in 1996.
Andrew Gluck, “Short Positions,”
Dow Jones Investment Advisor, August
1999, page 20.

Building retirement assets is more
important than enriching children’s
lives. In a recent survey of affluent
Americans by investment management
and mutual fund company Neuberger
Berman, New York, most respondents
said that writing a will is important.
However, almost 70% said that building
Tax
Bill Changes
assets for their own retirement was most
Impact
important. Almost 80% plan to leave
most of their assets to spouses. Natural
children will be provided for equally by
Bill Provides for Changes Sought
89% of the respondents, but 76% are
by AICPA
less like to treat children equally if they
dislike a child’s spouse. Many of the
he tax cut bill passed by Con
respondents are using several estate
gress on August 5, 1999, includ
planning tools, including trusts and life
ed several changes for which the
time gifts as a way of transferring their
AICPA lobbied. Congress passed the
assets. Seventy-seven percent are famil
bill despite President Clinton’s threat of
iar with gift tax rules. Although 86%
a veto, so a compromise may change
claim familiarity with the advantages of
the disposition of the provisions con
creating a trust, this percentage increas
cerning the marriage penalty, the indi
es to 97% for those with assets over $1
vidual alternative minimal tax, the genmillion. Although relatively few respon
eration-skipping transfer (GST) tax,
dents enjoyed the estate planning
and capital gains.
process (41% found it disturbing), 56%
did derive a sense of satisfaction once
Other, less controversial elements of
the task was completed.
the bill may or may not be changed in
the effort to compromise, but they are
of interest to planners as well as the
Internet-company valuations may
above-mentioned provisions. One area
seem to be insane, but a recent
concerns workplace retirement plan
study has found a method to their
ning. The bill allows employers to offer
madness. Bond & Pecaro, a Washing
retirement planning assistance to
ton, DC-based media consulting firm,
employees as a de minimis fringe bene
conducted a study of Internet compa
fit without the cost of the service being
nies, dividing them into four broad cat
taxable to the employee. The AICPA,
egories. Analyzing 595 recent transac
along with the Consumer Federation of
tions in the industry, they found that
America and other financial planning
Internet service providers (ISPs) gen
organizations, developed this proposal
erally were valued at 5 to 7 times trail
and lobbied for its inclusion in the bill.
ing revenue. The general valuation
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Tax Cut Bill

TRENDWATCH

Continued from page 7

(continued from page 7)

Fair Treatment of Women by Advisers
Congress also supported an amend
ment to the bill proposed by Representa
tive Slaughter (D-NY) to ensure that
women are treated equitably by financial
advisers. According to the amendment,
Congress found that planners and advisers
“still encourage the unjust and outdated
practice of leaving assets in trust for the
category of wives and daughters, along
with senile parents, minors, and mentally
incompetent children. In addition, they
’’still use sales themes and tactics detri
mental to women by stereotyping women
as uncomfortable handling money and
needing protection from their own possi
ble errors of judgment....”

multilples in the other three categories
were:
■ Business-to-business: 12-13
times trailing revenue

■ Internet retailers: 33-37 times
trailing revenue
■ Internet portals: 29-37 times
trailing revenue

The amendment says planners and
advisers should

The wide gap in valuation among
the groups of companies is explained
by maturity and potential, says John
Anderson, a principal at Bond &
Pecaro. He expects multiples to rise as
the industry expands. After consolida
tion occurs, revenue growth—and valu
ation multiples—will decline. Then,
“more traditional measures of value
will have to apply.”

1 . “Eliminate examples in their
training materials which portray
women as incapable and foolish.

George Donnelly, “The High Price
of Potential,” CFO, September 1999,
page 20.

2 . “Develop fairer and more bal
anced presentations that eliminate out
moded and stereotypical examples
which lead clients to take actions that
are financially detrimental to their
wives and daughters.” ♦

Investors must again become accus
tomed to more reasonable market
performance in the future. The dra
matic returns of the last two decades
will be over, according to a survey by

the KPMG Investment Consulting
Group of economists and investment
strategists involved in developing eco
nomic forecasts or investment policies
at 61 leading international financial
institutions and investment organiza
tions. The respondents are responsible
for managing more than $3.7 trillion in
assets. The survey respondents are
expecting the U.S. equity market to
return only 7.6% annualized over the
next five years, a dramatic difference
from the 24.1% return over the last five
years. Other expectations are

■ Real returns for large-cap equi
ties will be 3.5% in 1999 and will
increase to 5.4% over the next five
years and 6.3% over the next ten years.

■ For all time periods forecasted,
small-cap equities are expected to out
perform large-cap equities.
■ For the next five years, emerging
markets equities and international
small-cap equities are expected to be
the best performing asset classes.
“Survey of Economic and Capital
Market Expectations,” Pension Bene
fits, September 1999, page 9. ♦
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